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1 . REFTEL RECEIVED ON DAY CHINA ISSUE WAS BEEORE 
EXECUTIVE DIRECTORS OE IMF. TWO QUESTIONS WERE TO BE 
RESOLVED: I) DRAET REPLY TO A COMMUNICATION EROM 
PEOPLE'S BANK OE CHINA OF LAST SEPTEMBER TO IMF IN WHICH 
PRC URGED ROC EXPULSION AND MADE CLAIM TO CHINESE ASSETS 
AND 2) RESTITUTION OF GOLD TO THE ROC. 

2. IN A PREVIOUS DISCUSSION OF FIRST POINT NORDIC 
COUNTRIES' EXECUTIVE DIRECTOR URGED THAT ROC BE EIRST 
EXPELLED BEEORE ANSWER SENT TO PRC. IMP MANAGEMENT, 
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SUPPORTED BY U.S., ARGUED IN PAVOR OF FIRST ASCERTAINING 
PRC INTENTIONS REGARDING PARTICIPATION, POINTING TO AWKWARD 
LEGAL A4D PROCEDURAL PROBLEMS THAT WOULD ARISE IP ROC 
EXPELLED AND PRC WOULD NOT TAKE ITS PLACE. IT WAS AGREED, 

HOWEVER, THAT LETTER TO PRC BE REDRAPTED TO BE LESS LEGAL- 
ISTIC AND SHOW GREATER INTEREST ON PART OF IMF IN PRC 
PARTICIPATION. THIS LETTER WAS APPROVED JANUARY 5 BY A 
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SLIM MAJORITY OF VOTES OF EXECUTIVE DIRECTORS. 

3. RESTITUTION OF PART OF IMF GOLD TO MEMBERS, AS 
DECIDED AT JAMAICA MEETING OE IME, IS TO START NEXT 
WEEK. RECENTLY, ERENCH EXECUTIVE DIRECTOR PROPOSED THAT 
RESTITUTION OE GOLD TO ROC BE SUSPENDED UNTIL CHINA 
REPRESENTATION ISSUE SETTLED. IME MANAGEMENT, AGAIN 
SUPPORTED BY US, ARGUED THAT LEGALLY AND AS MATTER OE 
EQUITY ROC IS ENTITLED TO RESTITUTION AND THAT IT WOULD 
VIOLATE IME RULES NOT TO DO SO. NO DECISION WAS 
REACHED JAN. 5 SINCE VOTES WERE EQUALLY DIVIDED BETWEEN 
THOSE FOR RESTITUTION TO ROC, THOSE AGAINST AND THOSE 
ABSTAINING (INCLUDING LA EXECUTIVE DIRECTORS). MATTER 

TO BE DISCUSSED AGAIN ON JANUARY 10 BY EXECUTIVE 
DIRECTORS. EUND MANAGEMENT CIRCULATED COMPROMISE PRO- 
POSAL THAT RESTITUTION TO ROC BE DELAYED UNTIL APRIL I, 
AWAITING A REPLY IN THE INTERIM EROM PRC ON IMP LETTER 
MENTIONED ABOVE. WE INTEND TO SUPPORT COMPROMISE PRO- 
POSAL AND HOPE THAT MAJORITY OP EXECUTIVE DIRECTORS WILL 
APPROVE. 

4. ESSENCE OF US POSITION ON CHINA ISSUE HAS BEEN THAT 
WE WOULD WELCOME PRC PARTICIPATION IN IMP BUT NOT AT 
EXPENSE OF ROC. BUT WE SEE NO INDICATION AS YET THAT 
PRC IS INTERESTED IN PARTICIPATION. UNDER THESE CIR- 
CUMSTANCES, WE ARE OPPOSED TO THE EXPULSION OP THE ROC 
OR CURTAILMENT OP ITS RIGHTS AS MEMBER IN GOOD STANDING. 
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